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Table VII-8: Percentage of Selected List of Food Items that Averaged

Lowest Price and Highest Price, by Method of Product Pricing,

SYs 1984185 and 1996197

Formal pricin.qmethods Informal pricin,qmethods

Cost-

Rank/school Fixed Fixed price Formula based Bid or Retail Discount

year price w/escalator Frice price quote price price Other
.................................................. percent.....................................................

Lowest price

1984/85 21 42 n/a n/a 19 12 6 n/a

1996/97 15 21 10 10 7 15 7 16

Hi.qhest
price

1984/85 9 9 n/a n/a 2 60 19 n/a

1996/97 9 4 16 2 5 18 30 16

Source: SchoolFoodPurchase Study,1987 and SchoolFoodPurchaseStudy, 1998.

5. Relationship Between Cost Per Pound and Participation in

Cooperative Buying and Use of Food Service Management Company

Two operational changes that have come into greater prominence among SFAs in recent years,

as described earlier in this report, are the involvement of school districts in cooperative buying

programs and the use of food service management companies (FSMCs) to run school food service

operations. A primary purpose of both actions is presumably a desire to achieve improved

economies of operation.

The study conducted in 1984/85 found that less than 10 percent of the school districts reported

membership in a buying cooperative. No comparisons of cost were made between SFAs taking

part in cooperative buying programs and those that did not take part. The earlier study also tbund

that only about 1.6 percent of all school districts used a food service management company in

1983/84 A comparison of per unit costs for a selected list of food items indicated that FSMCs
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did not compare favorably with most other districts, categorized on the basis of who was

responsible for selecting vendors for the districts.

Given the increased use of both cooperatives and FSMCs, thc per unit cost of frequently

purchased foods for SFAs engaged m these activities was compared against the per unit cost of

all other SFAs. The results appear itl Table VIi-9 below. Sincc not all school districts that

participate in coopcrative buying programs do all their buying coopcratively, only those food

items that tell within the categories for which respondents indicated they purchased through the

cooperative buying program were considered to have been cooperatively purchased.

Of the 47 food items for which prices differed dcpcnding on participation in a cooperative buying

program, those SFAs participating in a cooperative had the lowest mean price for 36 items (76.6

percent). This would appear to represent a substantial cost advantage. A comparison of the

weighted mean cost across all food items on the list indicates that foods purchased through

cooperatives were about 3.6 percent below those purchased through other means.

It should also be noted, as discussed in Chapter VI, that participation in cooperative buying

programs is greatest among small and mid-size school districts and that the estimated share of

overall food purchases made by SFAs participating in these programs is highest among the

smallest districts. Thus, any cost advantage achieved by these districts is probably not due to

their size since smaller districts, as a group, tend to have higher costs.

Information on other possible costs associated with participation in a cooperative program, such

as a membership fee or periodic overhead assessment, was not collected. A more meaningful

comparison would require the inclusion of these costs.

School food programs managed by FSMCs were found to have a per unit cost advantage over

those not managed by FSMCs. Of the 44 food items that can be compared and for which there

were differences in the mean cost, districts managed by FSMCs had the lower cost for 27 items

or 61.4 percent. For this particular market basket (weighted on the basis of the relative volume

of each food purchased by all SFAs), FSMC districts had costs that were 1.5 percent lower than

non-FSMC districts. As with buying cooperatives, the invoiced cost of food items provided by

FSMCs does not tell the entire story since there are other costs associated with these operations.

1/ Costswereweightedonthe basisofthe volumeof totalpurchases.
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Table VII-9: Cost Per Pound of Foods Frequently Acquired by Public Unified
NSLP School Districts, by Participation in Cooperative Buying and
Involvement of Food Service Management Company, SY 1996/97

Purchased Not purchased
through through Not

cooperative cooperative Managed managed
Food Item buying buying by FSMC by FSMC

..................... dollars per pound...........................
Milk, flavored, Io fat, 1% 0.29 0.30 0.29 0.29
Milk, flavored, Io fat, fat solids unknown 0.30 0.31 0.29 0.29
Milk, whole 0.29 0.32 0.32 0.31
Milk, Io fat, 2% 0.29 0.31 0.29 0.29
Hamburger and hot dog buns/steak and sub roll 0.75 0.82 0.74 0.78
Potatoes, french fries/wedges, frozen 0.42 0.46 0.39 0.44
Fruit drinks, individual 0.42 0.43 0.37 0.39
Orange juice, individual 0.47 0.48 0.47 0.44
Cereals, individual 3.75 4.00 3.79 3.51
Milk, Io fat, 1% 0.30 0.31 0.28 0.30
Pizza, w/real cheese 1.74 1.72 1.85 1.64
Ice cream/ice milk novelties 1.17 1.27 1.23 1.08
Pizza, sausage w/cheese blend 1.33 1.32 1.21 1.23
Chicken, patties, white meat 1.74 1.81 1.51 1.77
Pizza, pepperoni w/cheese blend 1.34 1.40 1.29 1.32
Chicken, nuggets, white meat 1.69 1.72 1.58 1.67
Cookiesindividual 2.03 2.27 1.70 2.08
Chicken, nuggets, white/dark mix unknown 1.71 1.80 1.73 1.72
Chips, tortilla/corn 1.41 1.48 1.25 1.64
Milk, flavored, Io fat, .5% 0.29 0.32 n/a 0.31
Milk, flavored, skim/nonfat 0.29 0.29 0.26 0.28
Donuts/churros/honey bun/cinnamon rolls 1.54 1.84 1.57 1.50
Applejuice,individual 0.49 0.48 0.51 0.44
Cheese, American/processed 1.77 1.73 1.65 1.65
Chips, potato or potato sticks 2.34 2.51 2.32 2.26
Pizza, pepperoni w/real cheese 1.82 1.79 1.75 1.73
Beef, patties cooked 1.65 1.74 1.54 168
Apples,fresh 0.45 0.45 0.38 0.43
Pizza,cheese,typeunknown 1.50 1.51 1.30 1.49
Pizza,cheeseblend 1.31 1.37 1.24 1.31
Potatoes, formed, frozen 0.43 0.46 0.42 0.44
Sodas,carbonated 0.39 0.39 0.34 0.36
Milk, Io fat, fat solids unknown 0.29 0.31 na 0.32
Catsup, individual pack 0.75 0.76 0.85 0.70
Bread,white 0.56 0.65 0.55 0.62
Peaches,canned,lightsyrup 0.58 0.61 0.59 0.60
Chicken, patties, white/dark mix unknown 1.78 1.79 1.56 1.72
Pizza,pepperoni,cheeseunknown 1.57 1.46 1.68 1.41
Cookie dough 1.51 1.45 1.47 1.46
Oranges, fresh 0.40 0.39 0.35 0.37
Beef, breaded patties/nuggets 1.44 1.48 1.63 1.37
Mixed fruit, canned, light syrup 0.65 0.67 0.64 0.67
Lettuce,heads 0.32 0.36 0.31 0.32
Fruitjuice,bars,frozen 0.89 0.92 0.73 0.87
Fish, nuggets/patties, breaded 1.81 1.72 1.65 1.69
Biscuits and rolls 0.93 1.11 1.04 1.01
Tomatoes,fresh 0.70 0.67 0.56 0.62
Milk,flavored,whole 0.38 0.35 0.41 0.30
Cakes/brownies, prepared, individual pack 1.71 1.84 1.44 1.49
Meat filled pastry (includes Hot Pockets) 1.94 1.98 1.80 1.79

Note: Shading indicates lowest price. When two or more categories hold the lowest price, all are shaded.
Source: SchoolFood PurchaseStudy,1998.
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6. Relationship of Number of Food Items

Procured and Food Costs Per 1,000 Students

The vast majority of all school districts acquire between 100 and 250 individual food items (as

defined for purposes of this study). Of the SFAs included in the study sample, 84 percent had

acquisitions in 1996/97 that fell within this range. In Table VII-10 below, the mean annual food

cost per thousand enrolled students is compared among school districts cross-classified by size

of school district and number of individual food items acquired during the 1996/97 study period.

The variation in cost levels per 1,000 students is surprisingly large, ranging from as little as

$26,493 to as much as $195,996. Though the variation for similar data in 1984/85 was not quite

as great, the largest value was a multiple of the smallest value then too. Also, the extreme values

in the table below represent a small number of SFAs (as indicated) and should therefore be

interpreted with care.

These values are subject to numerous other influences beyond size of district and number of

items, including the relative importance of reimbursable meals versus a la carte food sales and

the extent to which enrollment levels correspond to the number of students obtaining their meals

through these programs.

These qualifications aside, the findings suggest two relationships. First, costs tend to rise as the

number of food items acquired increases. We suspect that a larger number of food items is

associated with the increased sale of a la carte foods and/or with greater use of more highly

processed foods, including prepared sandwiches and prepared meals. The latter also tend to be

higher cost.

The second relationship is between per unit cost and size of district; the smaller the district the

higher the per unit cost. Furthermore, this relationship occurs in almost all cases among districts

within the same range of items procured. This is generally consistent with the findings reported

earlier in this Chapter relative to the relationship between district size and cost per pound. In this

comparison, however, not only do the per unit prices of individual foods or categories come into

play but so too do several other factors. This includes differences in the mix of foods, in the

efficiency of food utilization and preparation, in whether breakfasts are served, in the relative

importance of a la carte versus reimbursable meals, and in rates of student participation. Since

the bases of this comparison are the total food expenditures and the total number of students in

attendance (adjusted for those not having access to the program), the results reflect a convergence

of these influences.
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In combination, these factors are resulting in substantially higher food costs per 1,000 students

for smaller school districts as well as for districts of all sizes that procure a wider array of foods.

For example, the per unit cost for districts with an enrollment of less than 1,000 was 51.6 percent

larger than the per unit cost for districts with an enrollment of 5,000 to 24,999 in the 101 to 150

items procured range. Similar magnitudes of difference exist among other comparisons within

this table, ignoring those measures that represent a small number of observations and might

therefore be considered outliers.

Since the cost of food the focus of this study - is but one element in the overall financial

picture, _t is necessary to look at the relationship of these costs to other elements before drawing

conclusions. In particular, it is important to know if higher food costs are off-set by lower

preparation and serving costs and reduced waste and if they result in higher revenue.

Table VII-10: Mean Cost per Thousand Enrolled Students in Public
Unified NSLP School Districts by Number of Individual Food Items Procured

and by Size of School District, SY 1996/97

School district enrollment

Number of individual food

items procured Less than 1,000 1,000 to 4,999 5,000 to 24,999 25,000 or more

.................................. dollars per 1,000 students ...............................

I to 50 26,493 (1)

51 to 100 76,935 (9) 91,070 (4) 115,050 (2)

101 to 150 135,817 (20) 98,298 (54) 89,563 (16) 110,916 (2)

151 to 250 189,369 (5) 142,327 (85) 119,583 (61) 104,625 (28)

251 to 350 195,996 (4) 144,454 (13) 118,547 (15)

More than 350 144,866 (2)

Note: Number of observations for each entry appears in parentheses.

Source School Food PurchaseStudy,1998.
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